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An act to amend S_ection 39003 of, and to de—Ghap%e&?

Division 25.5 (commencing with Section 38500) to, the Health and
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Safety Code, and to—amend repeal Section 25730 of the Public
Resources Code, relating to air pollution.

LEGISLATIVE COUNSEL’S DIGEST

AB 32, as amended, Nunez. Air pollution: greenhouse gases:
California Global Warming Solutions Act of 2006.

(1) Under existing law, the State Air Resources Board (state
board), the State Energy Resources Conservation and Development
Commission (Energy Commission), and the California Climate Action
Registry all have responsibilities with respect to the control of
emissions of greenhouse gases, as defined, and the Secretary for
Environmental Protection is required to coordinate emission
reductions of greenhouse gases and climate change activity in state
government.

This bill would enact the California Global Warming Solutions Act
of 2006. The act would create and specify the membership of the
California Greenhouse Gas Reduction Council (council) with the
purpose of coordinating the development and implementation of the
State Agency Greenhouse Gas Emission Plan. The bill would require
state bodies, as defined, to submit and the council to adopt a statewide
greenhouse gas emissions reduction plan and plan elements and
would require state bodies to adopt and implement the measures
specified in the plan or plan updates and to report annually to the
council on the progress of its plan elements. The bill would require
the council, by January 1, 2008, to prepare and submit to the
Governor and Legislature a report that makes recommendations for
changes to state law and regulation that will assist in providing
financial or other incentives to greenhouse gas emission sources and
other entities to undertake actions to reduce greenhouse gas emissions
to comply with the act.

the-Califernia-Glebal-Warming-Selutions-Act-of-2006,t6 the
state board to adopt regulations on or before January 1, 2008,
establishing a program to require the reporting and verification of
statewide greenhouse gas emissions, as defined. The bill would
authorize the state board to adopt a schedule of fees to be paid by the
sources of greenhouse gas emissions to cover the actual cost of the
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monitoring and reporting program. The bill would require the state
board to adopt, on or before January 1, 2008, a statewide greenhouse
gas emissions limit equivalent to the statewide greenhouse gas
emissions levels in 1990 to-beeeme-effective-in be achieved by 2020,
as specified. The bill would also require the state board to establish-a
series-of by January 1, 2010, enforceable interim emissions limits, to
become operative on January 1, 2012, and January 1, 2016, that
progressively reduce emissions levels to contribute to meeting the
2020 limit, as specified. The bill would require the state board to
adopt greenhouse gas em|SS|ons—FedﬂeHeH—s+Fa{eg+ee measures, as
defined, by regulation in order to achieve the maximum feasible
reductions in greenhouse gas emissions to meet the statewide
emissions limit. The bill would authorize the state board to adopt
market mechanisms, as defined, meeting specified requirements. The
bill would require the state board to monitor compliance with and
enforce any rule, regulation, order, emission limitation, emissions
reduction measure, or market mechanism adopted by the state board,
pursuant to specified provisions of existing law.

Because the b|II Would requwe the state board to establlsh emlssmns
limits and other requirements, the violation of which would be a
crime, this bill would create a state-mandated local program.

(2) Under existing law the Energy Commission, in consultation
with certain state agencies, departments, and boards with jurisdiction
over matters affecting climate change, is required, by January 1, 2002,
to update the inventory of greenhouse gas emissions from all sources
located in the state, as identified in a specified report, to update its
inventory every 5 years, and to report on the updated inventory to the
Governor and the Legislature. Existing law requires the Energy
Commission to conduct at least one public workshop prior to
finalizing each updated inventory and to post its report and inventory

92



AB 32 —4—

on the Internet. Existing law additionally requires the Energy
Commission to convene an interagency task force consisting of state
agencies with jurisdiction over matters affecting climate change to
ensure policy coordination for those activities, and to establish a
climate change advisory committee, as provided, to make
recommendations to the Energy Commission on the most equitable
and efficient ways to implement international and national climate
change requirements, as provided.

This bill would delete the above-described requirements and instead

mqﬂﬁeﬁaHh&Eﬁefgy—eaﬁnmsaen—uﬁdﬁe—ﬁs—rwaﬁefy—eﬁemmﬁs

transfer the duty of preparing an inventory of greenhouse gas
emissions, as specified, from the Energy Commission to the state
board.

(3) The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that
reimbursement.

This bill would provide that no reimbursement is required by this
act for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: yes.

The people of the State of California do enact as follows:

SECTION 1. Division 25.5 (commencing with Section 38500)
is added to the Health and Safety Code, to read:

DIVISION 25.5. CALIFORNIA GLOBAL WARMING
SOLUTIONS ACT OF 2006

PART 1. GENERAL PROVISIONS

Cuaaprrer 1. TiriE oF Drvision

[
QWO ~NOOITE, WN P

11 38500. This division shall be known, and may be cited, as the
12 California Global Warming Solutions Act of 2006.
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CHAPTER 2. FINDINGS AND DECLARATIONS

38501. The Legislature finds and declares all of the
following:

(a) Global warming poses a serious threat to the economic
well-being, public health, natural resources, and the environment
of California. The potential adverse impacts of global warming
include the exacerbation of air quality problems, a reduction in
the quality and supply of water to the state from the Sierra snow
pack, a rise in sea levels resulting in the displacement of
thousands of coastal businesses and residences, damage to
marine ecosystems and the natural environment, and an increase
in the incidences of infectious diseases, asthma, and other human
health related problems.

(b) Global warming will have detrimental effects on some of
California’s largest industries, including agriculture, wine,
tourism, skiing, recreational and commercial fishing, and
forestry. It will also increase the strain on electricity supplies
necessary to meet the demand for summer air-conditioning in the
hottest parts of the state.

(c) California has long been a national and international
leader on energy conservation and environmental stewardship
efforts, including the areas of air quality protections, energy
efficiency requirements, renewable energy standards, natural
resource conservation, and greenhouse gas emission standards
for passenger vehicles. The program established by this division
will continue this tradition of environmental leadership by
California by placing it at the forefront of the national and
international efforts to reduce emissions of greenhouse gases.

(d) National and international actions are necessary to fully
address the issue of global warming. However, action taken by
California to reduce emissions of greenhouse gases will have
far-reaching effects by encouraging other states, the federal
government, and other countries to act.

(e) By exercising a global leadership role, California will also
position its economy, technology centers, financial institutions,
and businesses to benefit from national and international efforts
to reduce emissions of greenhouse gases. More importantly,
investing in the development of innovative and pioneering
technologies will assist California in achieving the 2020
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statewide limit upon emissions of greenhouse gases established
by this division and provides an opportunity for the state to take
a global economic and technological leadership role in reducing
emissions of greenhouse gases.

() It is the intent of the Legislature that the California
Greenhouse Gas Reduction Council created in this division
develop a Statewide Greenhouse Gas Reduction Plan to meet the
statewide limits on the emissions of greenhouse gases established
pursuant to this division, and that the council coordinate with
state agencies, as well as consult with the environmental justice
community, industry sectors, business groups, academic
institutions, environmental organizations, and other stakeholders
in the development of the statewide plan.

(9) It is the intent of the Legislature that the State Air
Resources Board cooperate with the Public Utilities Commission
in the development of emissions reduction measures, including
limits on emissions of greenhouse gases applied to electricity and
natural gas providers regulated by the Public Utilities
Commission in order to ensure that electricity and natural gas
providers are not required to meet duplicative or inconsistent
regulatory requirements.

(h) It is the intent of the Legislature that the State Air
Resources Board design emissions reduction measures to meet
the statewide emissions limits for greenhouse gases established
pursuant to this division in a manner that minimizes costs and
maximizes benefits for California’s economy, improves and
modernizes California’s energy infrastructure, maximizes
additional environmental and economic co-benefits for
California, and complements the state’s efforts to improve air
quality.

(i) It is the intent of the Legislature that the state board
consider the appropriate emissions reduction measures for each
covered source or category of sources and not require that each
individual source reduce emissions to its own 1990 level unless it
is determined to be appropriate by the state board.

CHAPTER 3. DEFINITIONS

38505. For the purposes of this division, the following terms
have the following meanings:
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(@) “Allowance” means an authorization to emit, during a
specified year, up to one ton of carbon dioxide equivalent.

(b) ““Alternative compliance mechanism” means an action
taken by a source that reduces greenhouse gas emissions over
the same time period in a manner that is real, permanent,
quantifiable, enforceable, and provides equivalent or greater
emission reductions as required by the State Air Resources
Board.

(c) ““Carbon dioxide equivalent” means the amount of carbon
dioxide by weight that would produce the same global warming
impact as a given weight of another greenhouse gas, based on
the best available science, including from the Intergovernmental
Panel on Climate Change.

(d) ““Cost-effective” or ““cost-effectiveness” means the cost
per unit of reduced emissions of greenhouse gases from a
particular source or category of sources resulting from an
emissions reduction strategy, compared to the cost of reduced
emissions resulting from other emissions reduction measures for
the same source or categories of sources.

(e) “Council” means the California Greenhouse Gas
Reduction Council established pursuant to Part 2 (commencing
with Section 38510).

()  “Emissions reduction measure” means programs,
measures, standards, alternative compliance mechanisms, and
market mechanisms authorized pursuant to this division
applicable to sources or categories of sources.

(g) “Greenhouse gases” means all of the following gases:
carbon dioxide, methane, nitrous oxide, hydrofluorocarbons,
perfluorocarbons, and sulfur hexaflouride.

(h) “Greenhouse gas emissions limit”” means an authorization,
during a specified year, to emit up to a level of greenhouse gases
specified by the State Air Resources Board, expressed in tons of
carbon dioxide equivalents.

(i) “Interim greenhouse gas emissions limit” means a
maximum annual allowable level of greenhouse gas emissions
established by the State Air Resources Board.

(J) “Leakage” means a reduction in emissions of greenhouse
gases within the state that is offset by an increase in emissions of
greenhouse gas outside the state.
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(k) “Market mechanism means an action that reduces
emissions of greenhouse gases in a manner that is real,
permanent, quantifiable, and enforceable, including banking,
borrowing, and other multisector market-based mechanisms
adopted pursuant to Part 7 (commencing with Section 38570).

() ““Plan element” means a plan set forth pursuant to Part 3
(commencing with Section 38530) by a state body that will be
implemented to meet greenhouse gas emissions reductions under
the statewide plan.

(m) ““Significant greenhouse gas source” means any source of
emissions of greenhouse gases whose emissions are at a level
that the state board determines that their participation in the
program established pursuant to Part 4 (commencing with
Section 38540) will further the objective of enabling the state
board to effectively monitor compliance with the statewide
emissions limit. Significant sources shall include any entity that
provides electricity to retail end-use customers, including entities
under Sections 218, 218.3, 218.5, 366.2, 2802, or 9604 of the
Public Utilities Code.

(n) ““State board” means the State Air Resources Board.

(o) “*State body’” means an agency from the following list, or a
constituent board, department, commission, or other state entity
within an agency from the following list, that has the authority to
implement actions that achieve greenhouse gas emissions
reductions:

(1) The Business, Transportation and Housing Agency.

(2) The California Environmental Protection Agency.

(3) The Public Utilities Commission.

(4) The Resources Agency.

(5) The State and Consumer Services Agency.

(6) The Secretary of the Department of Food and Agriculture.

(p) “Statewide emissions™ means the total annual emissions
of greenhouse gases from all sources in the state, including all
emissions of greenhouse gases from the generation of electricity
delivered to and consumed in California, accounting for
transmission and distribution line losses, whether the electricity
IS generated in state or imported. Statewide emissions shall be
expressed in tons of carbon dioxide equivalents.

(g) ““Statewide emissions limit” means a maximum allowable
level of statewide emissions in 2020.
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(r) “Statewide greenhouse gas emission reduction plan”
means the plan, including plan elements, approved by the council
pursuant to Part 3 (commencing with Section 38530), to
implement statewide greenhouse gas reductions to achieve the
statewide emissions limit by 2020.

PART 2. CALIFORNIA GREENHOUSE GAS REDUCTION
COUNCIL

CHAPTER 1. MEMBERSHIP AND GENERAL PROVISIONS

38510. (a) The California Greenhouse Gas Reduction
Council is hereby established in state government.

(b) The council shall consist of nine voting members, as
follows:

(1) The Secretary for Environmental Protection who will serve
as the chair.

(2) The Chair of the State Air Resources Board.

(3) The President of the Public Utilities Commission.

(4) The Chair of the State Energy Resources Conservation and
Development Commission.

(5) One public member appointed by the Governor for a fixed
term of four years, subject to Senate confirmation.

(6) Two public members appointed by the Senate Rules
Committee for a fixed term of four years. One of the public
members shall have expertise in economics.

(7) Two public members appointed by the Speaker of the
Assembly, for a fixed term of four years. One of the public
members shall have expertise in climate policy or climate
science.

(c) The council shall meet at least quarterly, beginning March
1, 2007, and may meet more frequently as necessary to complete
its agenda in any given year.

38511. The following persons, or their designees, shall serve
as nonvoting ex officio members of the council:

(&) The Secretary of the Business, Transportation and Housing
Agency.

(b) The Secretary of the State and Consumer Services Agency.

(c) The Director of the Department of Food and Agriculture.
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(d) The Chair of the California Integrated Waste Management
Board.

(e) The Secretary of the Resources Agency.

38512. (a) The affirmative vote of at least five voting
members shall be required for the transaction of any business of
the council. The council shall not conduct business prior to the
appointment of all public members.

(b) A vacancy on the council shall not impair the right of the
remaining voting members to exercise all the powers of the
council, and five members of the council shall at all times
constitute a quorum.

(c) The council shall comply with both of the following:

(1) The Bagley-Keene Open Meeting Act (Article 9
(commencing with Section 11120) of Chapter 1 of Part 1 of
Division 3 of Title 2 of the Government Code).

(2) The Political Reform Act of 1974 (Title 9 (commencing
with Section 81000) of the Government Code).

38513. The Attorney General shall represent the council and
the state in any litigation concerning the affairs of the council.

38514. (a) The council shall establish an advisory committee
of representatives from communities in the state with the most
significant exposure to air pollution, including, but not limited to,
communities with minority populations or low-income
populations, or both. The Governor, the President pro Tempore
of the Senate, and the Speaker of the Assembly shall each appoint
one member of the committee. The committee may make
recommendations to the council on any matters pertinent to this
division.

(b) The council shall appoint an Economic and Technology
Advancement Advisory Committee to advise the council on
activities that will facilitate investment in and implementation of
technological research and development opportunities. Such
opportunities include, but are not limited to, identifying new
technologies, research, demonstration projects, and funding
opportunities; developing state, national, and international
partnerships and technology transfer opportunities; and
identifying and assessing research and advanced technology
investment and incentive opportunities that will assist in the
reduction of greenhouse gas emissions. The committee may also
advise the council on state, regional, national, and international
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economic and technological developments related to greenhouse
gas emission reductions.

CHAPTER 2. PowERs AND DUTIES OF THE CALIFORNIA
GREENHOUSE GAs Repucrron COUNCIL

38520. (a) The purpose of the council is to coordinate the
development and implementation of the Statewide Greenhouse
Gas Emissions Reduction Plan, required by Part 3 (commencing
with Section 38530), and develop a program for enhancing
research, development, and demonstration of greenhouse gas
emissions reduction methods as specified in this division.

(b) For purposes of carrying out this division, the council
shall do all of the following:

(1) Coordinate with all state bodies, as appropriate, to ensure
that specified reductions of greenhouse gas emissions are met.

(2) Coordinate with the federal government and other states
and countries on the development of protocols for the reporting
of greenhouse gas emissions.

(3) Conduct its activities that substantially affect human health
or the environment in a manner that ensures the fair treatment of
people of all races, cultures, and income levels, including
minority populations and low-income populations of the state
pursuant to Section 71110 of the Public Resources Code.

(4) Promote economic growth by encouraging industries that
develop and deploy in the state, and export from the state, to use
technologies and processes that reduce greenhouse gas
emissions by working with the Economic and Technology
Advancement Advisory Committee appointed pursuant to
subdivision (b) of Section 38514.

(5) Perform an economic analysis of the statewide greenhouse
gas emissions reduction plan and plan updates.

(6) Evaluate and report annually to the Legislature on the
current level of greenhouse gases and on the progress of
greenhouse gas emission reduction programs in the state that
support the emission reduction measures established by this
division and contribute to meeting the statewide emissions limit.

(7) Monitor the state’s response to the impacts of climate
change on water availability and quality, public health, natural
resources, and energy supply.
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(8) Make information publicly available about state programs
that may provide assistance for sources of greenhouse gases to
meet emission reductions outlined in this division.

(9) Promote a multigenerational public education campaign
relating to climate change.

(10) Create and maintain an Internet Web site clearinghouse
for information on the state’s policies and emissions reduction
strategies to reduce greenhouse gas emissions, the activities of
the council, and any other information on the state’s efforts to
meet the purposes of this division.

(11) Provide information to cities, counties, and local
agencies to help reduce greenhouse gas emissions in their
jurisdictions.

(12) Coordinate statewide efforts to obtain and maximize
available funding, including leveraging any investments made by
the academic or private sector.

(13) Review the proposed incentives identified by each state
body in its plan element to reduce greenhouse gases.

(14) Establish and maintain a clearinghouse of research,
development, demonstration, and funding opportunities.

(c) This division does not confer any regulatory authority
upon the council and does not limit or expand the regulatory
authority or duties of any state body, except as expressly
provided in this division.

38521. On or before January 1, 2008, the council shall do
both of the following:

(a) Evaluate the current progress of climate change emission
reduction programs in the state.

(b) Prepare and submit to the Governor and the Legislature a
report that makes recommendations for changes to state law and
regulation that will assist in providing financial or other
incentives to greenhouse gas emission sources and other entities
to undertake actions to reduce greenhouse gas emissions in
compliance with this division.

38522. (a) If the federal government enacts a law limiting
greenhouse gas emissions that the council determines is of
equivalent or greater effectiveness in achieving the statewide
emissions limits and timeframes established pursuant to this
division, the council may modify or elect not to adopt emissions
reduction measures in a noticed public hearing pursuant to this

92



O©Coo~No ok~ wNE

—13— AB 32

division for any greenhouse gas or source included in the federal
law.

(b) Prior to modifying or electing not to adopt emissions
reduction measures pursuant to subdivision (a), the council shall
provide the Legislature with at least 30 days’ notice of the
intended action, while the Legislature is in regular session.
Within 30 days of receiving notice, the Legislature shall review
and hold a public hearing on the proposed action by the council.

PART 3. STATEWIDE GREENHOUSE GAS EMISSIONS
REDUCTION PLAN

CuAaPTER 1. PUBLIC STAKEHOLDER PROCESS

38530. By June 1, 2007, the council and assigned state bodies
shall convene a stakeholder process to advise in the development
of the statewide greenhouse gas emissions reduction plan and
plan elements to reduce emissions of greenhouse gases in
California.

CHAPTER 2. PrAN DEVELOPMENT AND IMPLEMENTATION

38535. (a) Each state body shall submit a plan element to the
council by June 1, 2008, and by June 1 of each fourth year
thereafter.

(b) The plan element, or plan element update, shall set forth
the greenhouse gas emission reductions the state body plans to
achieve, and how the state body proposes to achieve the emission
reductions, by the relevant deadlines established by this division.
For that purpose, the plan element or plan element update shall
describe the measures that the state body plans will implement
including, but not limited to, incentive measures, best
management practices, and regulations. The plan element and
plan element updates shall do all of the following:

(1) ldentify investment opportunities, technologies, public and
private sector programs to reduce greenhouse gases, and identify
funding needs, and technology gaps to encourage innovation and
dissemination and adoption of low-cost technologies that will
help reduce greenhouse gases.
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(2) Analyze and recommend state incentives to encourage the
development and adoption of low-carbon technologies.

(3) ldentify regulatory and legal barriers to the
implementation of greenhouse gas emission reductions.

(4) Recommend further policies and programs to achieve
ongoing and permanent greenhouse gas emission reductions.

(5) Include alternative compliance mechanisms.

(6) Include an evaluation and recommendations on
multisector market-based mechanisms which may be adopted
pursuant to Part 7 (commencing with Section 38570).

(c) In selecting the measures for inclusion in the plan element,
or plan element update, the state body shall consider relevant
factors including, but not limited to the following:

(1) Achievement of maximum reductions in the emission of
greenhouse gases.

(2) Protection of public health and the environment.

(3) Impacts on the California economy.

(4) Technological feasibility.

(5) Cost-effectiveness.

(6) The requirements set forth in Section 38536, that the
statewide greenhouse gas emission reduction plan and plan
updates, to the extent feasible, achieve the following:

(A) Maximize the total benefit to the economy.

(B) Not disproportionately impact low-income communities.

(C) Compliance flexibility, where appropriate.

(D) Ensure that entities that have voluntarily reduced their
emissions of greenhouse gases and reported with the Climate
Action Registry, receive appropriate credit for emissions
reductions made prior to the implementation of this program.

(E) Minimize the administrative burden of implementing and
complying with the program.

(F) Minimize leakage.

38536. (a) The council shall review the plan elements and
plan element updates submitted pursuant to Section 38535 by
each state body.

(b) The state bodies shall cooperate with the council to ensure
that the sum of the actions identified in the plan elements and
plan element updates at least equals the greenhouse gas emission
reductions that are necessary to meet the statewide greenhouse
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gas emissions limit adopted by the state board pursuant to Part 5
(commencing with Section 38550).

(c) On or before January 1, 2009, and by January 1 of every
fourth year thereafter, the council shall adopt a Statewide
Greenhouse Gas Emission Reduction Plan, based on plan
elements or plan element updates that the council has reviewed,
to meet the statewide greenhouse gas emission limit adopted
pursuant to Part 5 (commencing with Section 38550). The
council shall submit the plan, and each updated plan, to the
Legislature and make it publicly available.

(d) The plan and updated plans adopted by the council shall,
to the extent feasible, do all the following:

(1) Achieve maximum reductions in the emission of
greenhouse gases.

(2) Maximize the total benefit to the economy.

(3) Not disproportionately impact low-income communities.

(4) Provide compliance flexibility where appropriate.

(5) Ensure that entities that have voluntarily reduced their
emissions of greenhouse gases and reported with the Climate
Action Registry, receive appropriate credit for emissions
reductions made prior to the implementation of this program.

(6) Minimize the administrative burden of implementing and
complying with the program.

(7) Minimize leakage.

38537. (a) After the council adopts or updates the statewide
greenhouse gas emission reduction plan, each state body shall
adopt and implement the measures specified in the plan or plan
update for that state body.

(b) The state body shall report annually to the council on the
progress of its plan elements.

PART 4. MANDATORY GREENHOUSE GAS EMISSIONS
REPORTING

38540. (a) On or before January 1, 2008, the state board
shall adopt, and periodically update, regulations to establish a
program to require the reporting and verification of statewide
greenhouse gas emissions and to monitor and enforce
compliance with this program.

(b) The regulations shall do all of the following:
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(1) Require the monitoring and annual reporting of
greenhouse gas emissions from significant greenhouse gas
sources beginning with the sources or categories of sources that
contribute the most to statewide emissions.

(2) Account for all electricity consumed in the state, including
transmission and distribution line losses from electricity
generated within the state or imported from outside the state.

(3) Where appropriate and to the maximum extent feasible,
incorporate the standards and protocols developed by the
California Climate Action Registry, established pursuant to
Chapter 6 (commencing with Section 42800) of Part 4 of
Division 26. Entities that voluntarily participated in the
California Climate Action Registry prior to December 31, 2006,
and have developed a greenhouse gas emission reporting
program, shall not be required to significantly alter their
reporting or verification program except as necessary to ensure
that reporting is complete and verifiable for the purposes of
compliance with this act as determined by the state board.

(4) Ensure rigorous and consistent accounting of emissions,
and provide reporting tools and formats to ensure collection of
necessary data.

(5) Ensure that significant greenhouse gas emission sources
maintain comprehensive records of all reported greenhouse gas
emissions.

(c) The state board shall do both of the following:

(1) Periodically review and update its emission reporting
requirements, as necessary, to reflect new technologies or
methodologies.

(2) Review existing and proposed international, federal, and
state greenhouse gas emission reporting programs and make
reasonable efforts to promote consistency among the programs
established pursuant to this part and other programs, and to
streamline reporting requirements on greenhouse gas emission
sources.

38542. The state board may, on or after July 1, 2007, and
after one or more public workshops, adopt a schedule of fees to
be paid by the sources of greenhouse gas emissions regulated by
the state board under this part. The revenues collected from the
imposition of these fees shall be deposited into the Air Pollution
Control Fund, upon appropriation, shall be used solely to cover
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the actual costs of the monitoring and reporting programs
established pursuant to this part, and shall not be expended for
any other purpose.

PART 5. GREENHOUSE GAS EMISSIONS LIMITS

38550. By January 1, 2008, the state board, in consultation
with the council, shall determine what the statewide emissions
levels were in 1990, and approve in a public hearing, a statewide
emissions limit that is equivalent to that level, to be achieved by
2020. In order to ensure the most accurate determination
feasible, the state board shall evaluate the best available
scientific and economic information on greenhouse gas emissions
to determine the 1990 level of greenhouse gas emissions.

38551. (a) By January 1, 2010, the state board shall
establish a series of enforceable interim emissions limits
applicable to sources or categories of sources, or both, to
become operative beginning on January 1, 2012, that
progressively reduce emissions levels of greenhouse gases, to
contribute to meeting the 2020 limit. In determining which
sources and categories of sources will be subject to the interim
emissions limits, the state board shall consider factors for each
source or category of sources including, but not limited to, all the
following:

(1) The significance of its contribution to statewide emissions.

(2) The effectiveness of existing emissions reduction measures
in reducing greenhouse gas emissions.

(3) The ease of implementation and cost-effectiveness of
further greenhouse gas emission reductions from these sources.

(4) Provide equitable treatment of sources and categories of
sources.

(b) The state board shall evaluate the best available economic
and scientific information and existing and projected
technological capabilities for the purpose of adopting these
regulations.

38552. On or before January 1, 2015, the state board shall
adopt regulations that establish a statewide emissions limit, to
become effective on January 1, 2030, including a scheduled
series of limits that will progressively reduce emissions of
greenhouse gases from the 2020 emissions limit to the 2030 limit.
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The state board shall evaluate the best available economic and
scientific information and existing and projected technological
capabilities.

PART 6. GREENHOUSE GAS EMISSIONS MEASURES

38560. On and after January 1, 2009, the state board shall
adopt greenhouse gas emissions reduction measures by
regulation in order to achieve the maximum feasible reductions
in greenhouse gas emissions to meet the statewide emissions limit
adopted by the state board. In adopting emissions reduction
measures, the state board shall to the maximum extent feasible
do all of the following:

(a) Design emissions reduction measures, including
distribution of emissions allowances where appropriate, in a
manner that is equitable, seeks to minimize costs and maximize
the total benefits to California, and encourages early action to
reduce greenhouse gas emissions.

(b) Ensure that emissions reduction strategies do not
disproportionately impact low-income communities.

(c) Ensure that entities that have voluntarily reduced their
greenhouse gas emissions prior to the implementation of this
section receive appropriate credit for early voluntary reductions.

(d) Ensure that the implementation of this section
complements and does not interfere with efforts to achieve and
maintain federal and state health based ambient air quality
standards and to address toxic air contaminant emissions.

(e) Ensure that emission reduction measures offer
opportunities for schools, small businesses, affordable housing,
and community institutions that provide community and public
benefit to low-income and moderate-income communities to
participate in and benefit from reducing greenhouse gas
emissions.

() Evaluate the long-term cost-effectiveness of emissions
reduction measures.

(g) Evaluate the societal benefits of emissions reduction
measures, including reductions in other air pollutants,
diversification of energy sources, and other benefits to the
economy, environment, and public health.

92



O©Coo~No ok~ wNE

—19— AB 32

(h) Minimize the administrative burden of implementing and
complying with the emissions reduction measures.

(i) Design emissions reduction measures in a manner that
minimizes leakage of greenhouse gas emissions.

(J) Where feasible, coordinate with other states, the federal
government, and other countries in the design and
implementation of emissions reduction measures in order to
minimize leakage of greenhouse gas emissions, maximize the
effectiveness of California’s program, and facilitate the
development of effective regional, national, and global programs
for reducing emissions of greenhouse gases.

PART 7. MARKET AND ALTERNATIVE COMPLIANCE
MECHANISMS

38570. (a) The state board shall provide for alternative
compliance mechanisms, as appropriate.

(b) In order to reach the greenhouse gas emissions limit
required by this division, the state board may adopt multisector
market-based mechanisms as described in this part.

(c) (1) The state board shall evaluate and make
recommendations to the council on multisector market-based
mechanisms that could be used to achieve greenhouse gas
emission reductions under this division.

(2) The state board’s evaluation shall consider the potential
for direct, indirect, and cumulative emission impacts from these
mechanisms, including localized impacts in communities that are
already disproportionately impacted by air pollution.

(3) The state board’s recommendations shall address overall
design, major programmatic components, and other
environmental and economic safeguards to be included in any
market-based mechanisms.

(d) Only regulated entities subject to emission limits and
mandatory emission reporting requirements may use multisector
market based mechanisms except as provided in subdivision (e).

(e) The state board shall develop and approve protocols for
verifying individual greenhouse gas emission reduction projects
by nonregulated entities that will be credited to regulated entities
to fully or partially comply with any emission limitations
established by the state board. The protocols shall ensure that
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these reductions are real, permanent, quantifiable, verifiable,
enforceable, and do not duplicate any other greenhouse gas
reductions required by statute, regulation, or relied upon in an
approved statewide greenhouse gas emission reduction plan.

(f) The council shall evaluate and approve market mechanisms
recommended by the state board before they can be used for the
purposes of this division. The state board shall establish
regulations governing the use of any market mechanism
approved by the council.

(9) The regulations adopted pursuant to this section may not
take effect prior to one calendar year from their final adoption,
in order to give the Legislature time to review the regulations
and determine whether further legislation should be enacted
prior to the effective date of the regulations.

PART 8. ENFORCEMENT

38580. (a) The state board shall monitor compliance with
and enforce any rule, regulation, order, emission limitation,
emissions reduction measure, or market mechanism adopted by
the state board pursuant to this division.

(b) (1) Any violation of any rule, regulation, order, emission
limitation, or other emissions reduction measure adopted by the
state board pursuant to this division may be enjoined pursuant to
Section 41513, and the violation is subject to those penalties set
forth in Article 3 (commencing with Section 42400) of Chapter 4
of Part 4 of, and Chapter 1.5 (commencing with Section 43025)
of Part 5 of, Division 26.

(2) Any violation of any rule, regulation, order, emission
limitation, or other emissions reduction measure adopted by the
state board pursuant to this division shall be deemed to result in
an emission of an air contaminant for the purposes of the penalty
provisions of Article 3 (commencing with Section 42400) of
Chapter 4 of Part 4 of, and Chapter 1.5 (commencing with
Section 43025) of Part 5 of, Division 26.

(3) The state board may develop a method to convert a
violation of any rule, regulation, order, emission limitation, or
other emissions reduction measure adopted by the state board
pursuant to this division into the number of days in violation,
where appropriate, for the purposes of the penalty provisions of
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Article 3 (commencing with Section 42400) of Chapter 4 of Part
4 of, and Chapter 1.5 (commencing with Section 43025) of Part 5
of, Division 26.

(c) Section 42407 and subdivision (i) of Section 42410 shall
not apply to this part.

38582. (a) In the event of extraordinary circumstances,
catastrophic events, or the threat of extreme economic disruption
that pose an imminent and substantial threat to the state’s
population, environment, public health, or economy, the
Governor may adjust the required greenhouse gas reduction
deadlines upon a recommendation approved by a two-thirds vote
of all of the voting members of the council made in a noticed
public meeting.

(b) The adjustment period may not exceed one year or the
period of the emergency, whichever is shorter, unless the council
makes a further recommendation for an additional adjustment.

(c) Nothing in this section affects the powers and duties
established in the California Emergency Services Act (Chapter 7
(commencing with Section 8550) of Division 1 of Title 2 of the
Government Code).

(d) The Governor shall, within 10 days of invoking subdivision
(a), provide written notification to the Legislature of the action
undertaken and the extraordinary circumstances caused by
greenhouse gas emission reduction activities justifying the
action.

PART 9. MISCELLANEOUS PROVISIONS

38590. If the regulations adopted pursuant to Section
43018.5 do not remain in effect, the state board shall implement
alternative regulations to control mobile sources of greenhouse
gas emissions to achieve equivalent or greater reductions.

38591. By January 1, 2008, the state board shall hold a
publicly noticed hearing and report to the Legislature on
additional substances, contaminants, and particles suspected to
cause or contribute to climate change, including, but not limited
to, tropospheric ozone and ozone precursors, carbon monoxide,
chlorofluorocarbons, and their  substitutes, including
recommendations based on its findings.
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38592. (a) All state agencies shall consider and implement
strategies to reduce greenhouse gas emissions.

(b) Nothing in this division shall relieve any entity of
compliance with state air and water quality requirements, or
other requirements for protecting public health or the
environment.

38593. (a) Nothing in this division affects the authority of the
Public Utilities Commission.

(b) Nothing in this division affects the obligation of an
electrical corporation to provide customers with safe and
reliable electric service.

38594. Nothing in this division shall limit or expand the
existing authority of any district, as defined in Section 39025.

38595. Nothing in this division shall preclude, prohibit, or
restrict the construction of any new facility or the expansion of
an existing facility subject to regulation under this division, if all
applicable permitting requirements are met and the facility is in
compliance with regulations adopted pursuant to this division.

38596. The provisions of this division are severable. If any
provision of this division or its application is held invalid, that
invalidity shall not affect other provisions or applications that
can be given effect without the invalid provision or application.

38597. (a) Notwithstanding any other provision of law, the
state board succeeds to, and is vested with, all the duties, powers,
purposes, responsibilities, and jurisdiction of the State Energy
Resources Conservation and Development Commission to
prepare or update any inventory of greenhouse gas emissions
from sources located in the state.

(b) The state board, in consultation with the State Energy
Resources Conservation and Development Commission, the
Public Utilities Commission, the Department of Forestry and
Fire Protection, the Department of Transportation, the State
Water Resources Control Board, the California Integrated Waste
Management Board, and other state agencies with jurisdiction
over matters affecting climate change, shall do both of the
following:

(1) Acquire and develop data and information on global
climate change, and provide state, regional, and local agencies,
utilities, business, industry, and other energy and economic
sectors with information on the costs, technical feasibility, and
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demonstrated effectiveness of methods for reducing or mitigating
the production of greenhouse gases from in-state sources,
including net reductions through the management of natural
forest reservoirs.

(2) Update its inventory of emissions of greenhouse gases
sufficient to enable the state board to maintain a reasonably
comprehensive inventory of the state’s emissions of greenhouse
gases. The inventory shall include information on the greenhouse
gas emissions associated with petroleum products consumed in
California based on and including, but not limited to, data
collected pursuant to the Petroleum Industry Information
Reporting Act of 1980 (Chapter 4.5 (commencing with Section
25350) of Division 15 of the Public Resources Code).

SEC. 2. Section 39003 of the Health and Safety Code is
amended to read:

39003. The State Air Resources Board is the state agency
charged with coordinating efforts to attain and maintain ambient
air quality standards, to conduct research into the causes of and
solution to air pollution, to monitor and regulate the sources of
emissions of greenhouse gases that cause global warming in
order to reduce emissions of those greenhouse gases, and to
systematically attack the serious problem caused by motor
vehicles, which is the major source of air pollution in many areas
of the state.

SEC. 3. Section 25730 of the Public Resources Code is
repealed.
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SEC. 4. No reimbursement is required by this act pursuant to
Section 6 of Article XI111B of the California Constitution because
the only costs that may be incurred by a local agency or school
district will be incurred because this act creates a new crime or
infraction, eliminates a crime or infraction, or changes the
penalty for a crime or infraction, within the meaning of Section
17556 of the Government Code, or changes the definition of a
crime within the meaning of Section 6 of Article XIII B of the
California Constitution.
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